








VII. SENSITIVITY ANALYSIS OF:

- Remodeling Metropolitan Stadium,

- Constructing New Multi-Purpose Stadium at Industry Square, and

- Constructing New Multi-Purpose Stadium at Bloomington.

The economic feasibility of a project depends upon total

costs, who pays the costs, and how the project is financed. The

II r isk ll involved with most stadium projects centers around the

danger of higher capital and operating costs than expected and

lower income than expected. One way to get a feeling for the risk

involved is to vary the assumptions upon which the project's

economic feasibility is based. This tests the sensitivity of

the assumptions and helps determine risk. The economic feasibility

of stadium options is based upon assumptions of total capital

costs and bonding requirements, annual income and ope~ating

expenses, and lI outside ll tax money available to subsidize any

cash short-fall.

The following sensitivity analysis varies attendance expecta­

tions by 10% and 25% better and worse. It uses all income assump­

tions contained in the joint subcommittee's proposals for a new

multi-purpose stadium at Industry Square and at Bloomington.

The same income assumptions used by the joint subcommittee for

the Bloomington multi-purpose proposal are used to analyze the

Remodeled Metropolitan Stadium option.

The complete analysis is shown in Appendix c.

The following summarizes the results of the analysis.
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SURPLUS OR (DEFICIT)

25%
Worse

10%
Worse Proposed

10%
Better

25%
Better

Remodel
Metropolitan ($189,000) $263,000 $570,000 $844,000 $1,085,000

Multi-Purpose ­
Bloomington ($788,000) ($336,000) ($ 29,000) ~245,000 $ 486,000

Multi-Purpose -
Industry Square ($90l,000) ($426,000) ($124,000) $152,000 $ 395,000

I

The analysis shows that neither multi-purpose stadium is econom-

ically feasible without including subsidy.

Attendance is a sensitive variable. Decreasing the attendance

for a multi-purpose stadium by 25% increases the deficit by a factor

of seven. A similar relationship be-tween attendance and deficit is

also evident in the Remodeled Metropolitan Stadium option.
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VIII. SOURCES OF RESERVE FUNDING

Any stadium project would be financed through the sale of metro­

wide general obligation bonds. It is anticipated that income to the

stadium authority would be used to retire the debt on the bonds

and operate th~ stadium. Stadium revenue sources include:

Rent from the teams

Parking

Concessions

Advertising

Stadium club and restaurant

Sale of private boxes

Sale of stadium name

However" in the event that these revenue sources generated insuf­

ficient income to pay the debt service on the bonds, a source of

reserve funds must be available in order that the project not

revert to the property tax.

The preceding sensitivity analysis of attendance shows that

for a given year, a 25% decrease in attendance in Industry Square

would require additional funding of almost $1 million. (A 25%

decrease in attendance still gives the Minnesota Twins more atten­

dance than they had in 1975: 750,000 vs. 737,000). Attendance is

crucial to stadium income. The economic feasibility of a stadium

project depends not only upon income but many cost factors. Cru­

cial cost factors include operating and maintenance costs, the

capital cost of the stadium, and the debt service on the bonds. If
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$ 695,000

$1,391,000

$2,087,000

$2,783,000

$3,479,000

any of these costs were higher than projected, the public support

required would be even greater. A change of one percentage point

on interest for $40 million in bonds changes annual debt service

payments by more than $300,000. Given these uncertainties, any

stadium proposal planned to avoid property-tax sUbs,idy must include

a non-property tax source for reserve funding.

A minimum of $1.1 million should be planned as annual reserve

funding available annually for the life of the stadium bonds. With

25% less attendance and operating costs only 7% ($100,000) higher

than projected, the annual reserve funding needed would be $1 million.

Sources of reserve funds examined include a tax on hotel

and motel sales in the metropolitan area and an increase in the

cigarette excise tax.

A hotel-motel tax, metropolitan wide, would yield the follow-

ing revenue in 1977:

1% tax

2% tax

3% tax

4% tax

5% tax

A l¢ increase on the cigarette excise tax (currently l8¢

per package) would yield approximately $4.6 million in 1977.

These estimates were derived by the Department of Revenue.

Discussion

A 2% hotel-motel tax would provide $1.3 million, adequate

revenue to support a reasonable stadium deficit. It would not

provide adequate revenue for stadium support and, at the same

time, for funding arts organizations in Minnesota.
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Best estimates available indicate that approximately 70% of

hotel-motel tax revenue would come from non-Minnesota residents

and approximately 30% from Minnesota residents. Of the 30%, most

of the revenue would come from Minnesota residents living outside

the metropolitan area.

A l¢ cigarette excise tax increase statewide generates adequate

revenue to cover both a stadium deficit and, at the same time,

fund the arts. The revenue can be divided fairly between metro­

politan and non-metropolitan arts organizations. The tax increase

would equally affect metropolitan and non-metropolitan residents.

Given the history of cigarette taxes being spent on recreational

facilities, it is not unreasonable to include arts and sports in

the kinds of recreational facilities cigarette ta~es have tradi­

tionally funded.

Authorizing the sale of stadium bonds with metropolitan-wide

general obligation backing should include authority to levy either

a 2% hotel-motel tax and/or a l¢ cigarette tax. In this way the

danger of reverting to a property tax to retire stadium bonds can

be reduced.

The level of reserve funding necessary could be further en­

sured if any legislation were to include certain terms and provisions

to be met before construction can begin. These include the enumera­

tion of contractual arrangements and guarantees between the teams and

the stadium authority and harsh penalties for breaking leases. This

would eliminate bargaining between the stadium authority and the

teams. In addition any legislation could include provisions



requiring the contractor to certify the total construction price

and post performance bonds to cover any costs incurred over and

above the certified price. A lI se lf-destruct" clause could be

written into the legislation, to be activated if interest rates

or construction bids are not acceptable to the entity overseeing

construction. The project could be undertaken in phases with

legislative oversight provided during important stages of the

process.
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FOOTNOTES

1) Provides funds for improving Metropolitan Stadium for baseball

by remodeling. Lowest estimate of remodeling taken from MSAC's

report to Select Joint Sports Facilities Subcommittee, dated

December 1, 1975. Other options: $4.3 and $5.0 million.

2) Latest estimate by MSAC's manager.

3) 4) Taken from Select Joint Sports Facilities Subcommittee.

Presumed to affect Memorial Stadium site. This is a

minimum.

5) State Planning Agency staff estimate.

6) These costs make this option comparable in quality with the

other options, but are not absolutely necessary.

7) It is assumed that if these options were developed in the

Industry Square area of Minneapolis, the, private sector would

provide all land.

8) These estimates are those contained in the proposal of the

Select Joint Sports Facilities Subcommittee.



APPENDIX A

STADIUM DESIGN SPECIFICATIONS
(Apply to all stadium options)

Open Stadium

Lighting Adequate to broadcast color ~.V.

(

Field

seating

Private Boxes

Press Box

Scoreboard

Sound

Football, soccer (baseball where specified).

65,000 seats -- 10,000 bench seats with backs,
55,000 armchair seats with backs; thereof 10,000
prime line seats with 21" spacing.

75 private, unfurnished boxes with sinks and
other plumbing connections, electrical
connections, and heat ducts

Modest, not extravagant, maximum of 100 seats,
including electrical hook-up for broadcasting.

~

Includes construction of scoreboard with provisions
for electrical advertising and messages but not
for instant replays--a la Dallas.

Includes sound system.

Concession Construction plus equipment.

Stadium Club Includes club.

Turf Cheapest long-term cost (total operating and capital
cost) over 30 years.

Ticket Offices Includes drive-up windows for all three locations;
can be located inside stadium.

Locker Room Includes locker rooms, team offices.

Related Facilities General space required, lounges, two handball courts
for each football-soccer stadium.

At Industry Square - football-soccer only option:
4 locker rooms.

At Industry Square - football-soccer-baseball
option: 5 locker rooms.

At Memorial Stadium: 2 locker rooms.

At Metropolitan Stadium - remodeled football­
baseball option: 2 new locker rooms.

At Metropolitan Stadium - new football stadium
option: 2 locker rooms.



REMODEL METROPOLITAN STADIUM: SENSITIVITY ANALYSIS OF ATTENDANCE

25% 10% 10% 25%
Worse Worse Proposal Better Better

CAPITAL $30,509,000 $·30,509 ,000 $30,509,000 $30,509,000 $30,509,000
COST

Debt $ 2,374,000 $ 2,374,000 $ 2,374,000 $ 2,374,000 $ 2,374,000
Service

STADIUM (Attendance for Twins, Vikings, Gophers and lI other events ll varied as
REVENUE stated)*

Rental 618,000 740,000 822,000 894,000 932,000
Parking 669,000 748,000 802,000 855,000 934,000
Concessions 486,000 583,000 648,000 709,000 775,000
Advertising 150,000 150,000 150,000 150,000 150,000
Stadium
Club 200,000 200,000 200,000 200,000 200,000
Sale of
Boxes 900,000 900,000 900,000 900,000 900,000
Sale of
Name 90,000 90,000 90,000 90,000 90,000

TOTAL $ 3,113,000 $ 3,411,000 $ 3,612,000 $ 3,798,000 $ 3,981,000

TICKET
TAX
REVENUE $ 922,000 $ 1,076,000 $ 1,182,000 $ 1,270,000 $ 1,328,400

FUN DIN G

Stadium
Revenue & $ 4,035,000 $ 4,487,000 $ 4,794,000 $ 5,068,000 $ 5,309,000
Ticket Tax

Minus
Operatihg - 1,400,000 - 1,400,000 - 1,400,000 - 1,400,000 - 1,400,000
Cost

Minus New
Debt - 2,374,000 - 2,374,000 - 2,374,000 - 2,374,000 - 2,374,000
Service

Minus Old
Debt Service - 450,000 450,000 450,000 450,000 450,000
At Met

Surplus or
(Defi cit) ($ 189,000) $ 263,000 $ 570,000 $ 844,000 $ 1,085,000-

1 *The following are the actual attendance figures used:

Twins 9,375 11,250 12,500 13,750 15,625
Vikings 45,000 54,000 60,000 65,000 65,000
Gophers
Other 18,750 22,500 25,000 27,500 31 ,250



MULTI-PURPOSE AJ::ijLOOMINGT,ON: i i SEN~lT~VIJY. ANJt.b Y;S&£; OF iATTENQAJ'U:;t,('., I" '\.

!

25% 10% 10% 25%
Worse Worse Proposal Better Better

CAPITAL $38,195,000 $38,195,000 $38,195,000 $38,195,000 $38,195,000
COST

Debt $ 2,973,000 $ 2,973,000 $ 2,973,000 $ 2,973,000 $ 2,973,000
Service

STADIUM (Attendance for Twins, Vikings, Gophers and "qther events" varied as
REVENUE stated)*' \\ ,

Rental 618,000 740,000 822,000',< 894,000 932,000
Parking 669,000 748,000 802,000 855,000 9,34,000
Concessions 486,000 . 583,000 648,000' 709,000 775,000
Advertising 150,000 150,000 150,000 150,000 150,000
Stadium
Club 200,000 200,000 200,000 200,000 200,000
Sale of
Boxes 900,000 900,000 900,000 900,000 900,000
Sale of
Name 90,000; 90,000 90,000 90,000 90,000

I \

TOTAL $ 3,113,000 " $ 3,411 ,000 $ 3,612,000 $ 3,798,000 $ 3,981,000

TICKET
TAX
REVENUE $ 922,000 $ 1,076,000 $ 1,182,000 $ 1,270,000 $ 1,328,000

I,,

,I
FUNDING ,

)
" ,f,

Stadium f'
II • J',' I

$ 4,794,000'Revenue & $ 4,035,000 " $ 4,487,000 $ 5,068,000 $ 5,309,000
Ti cket Tax

Minus
Operating - 1,400,000 - 1,400,000 - 1,400,000 - 1,400,000 - 1,400,000
Cost

Minus New
Debt - 2,973,000 - 2,973,000 - 2,973,000 - 2,973,000 - 2,973,000
Service

Minus Old
Debt Service - 450,000 450,000 450,000 450,000 450,000
At Met

Surplus or
(Deficit) J$ 788,000) ($ 336,000) ($ 29,000) $ 245,000 $ 486,000

*The following are the actual attendance figures used:

Twins 9,375 11 ,250 12,500 13,750 15,625
Vikings 45,000 54,000 60,000 65,000 65,000
Gophers
Other 18,750 22,500 25,000 27,500 31,250

\
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APPENDIX B

1. The consultant provided construction cost estimates for a

stadium siMilar to Seattle's King County domed stadium in

the Minneapolis/St. Paul area in 1977. The Seattle

domed stadium is a football and baseball stadium that.

contains 65,000 fixed seats and is covered by a thin-shelled

concrete dome. Construction began in November, 1972, and

is scheduled for completion by June 1, 1976. Assuming a

mid-1977 bid and a three-year construction period, the

consultant estimates that a similar stadium constructed in

the st. Paul/Minneapolis metropolitan area would cost $84.16

million. This construction cost estimate was calculated by

taking the actual initial bid, including cost add-ons during

construction, and translating the total actu~ls from Seattle

to the Minneapolis/St. Paul area and from December, 1975, to

mid-1977.

2. The consultant estimated that the initial cost to prepare the

multi-purpose stadium for future dome or roof would be

approximately $3 million in additional column and footing

costs. This estimate includes 72 columns, 140 feet high,

to support a roof as well as the back portion of the upper

deck. The estimate includes neither a tension ring (used

with a solid dome) nor a compression ring (used for an air­

inflated dome). It does not provide for enclosing the outside

of the stadium to make it essentially air-tight.

•



Appendix B cont.

3. Initial costs to prepare the remodeled Metropolitan Stadium

to support a future dome would be approximately $4 million.

4. The consultant estimated the total cost for adding a dome to

the new multi-purppse stadium ranges between $8-:P17·'t'iillion.

5. The consultant estimated the cost. of the Geiger-Berger scheme

to remodel Memorial Stadium at the Uriiversity of Minnesota.

This results ,in an estimate of $33.0 million to construct the

concept Geiger estimated at $27.9 million in 1976. This

represents an increase of 18% over Geiger's estimated bid in 1976.

With a 1977 bid, the estimate would total $36.3 million.
'.

6. The consultant estimated the cost of adding additional private

boxes to the new multi-purpose or new football/soccer stadiums

at $4,800 per box. Cost of finishing boxes is estimated at

$4,000 per box. The consultant stressed that this was a rough

estimate for a modestly finished box.

7. The consultant estimated a more spartan version of remodeling

Memorial Stadium which includes 65,000 seats but fewer armchair

seats, fewer private boxes, and poorer viewing at $20,025,000.

8. The consultant estimated a different version of the mUlti-purpose

stadium in which the continuity of the round-shaped stadium is

broken by a gap in the upper level of stands encompassing 20%

of the circle. The estimate for this variation is $32.3 million

as opposed to the $31.1 million used in this report. The variation

contains 65,000 seats for football and 55,900 seats for baseball.



APPENDIX C

SENSITIVITY ANALYSIS OF:

- Remodeled Metropolitan Stadium

- New Multi-Purpose Stadium at Bloomington

- New Multi-Purpose Stadium at Industry Square




